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AUDIT WORKING PAPERS	 0300.00
INTRODUCTION	 0301.00

Scope of Chapter	 0301.05
It is impractical to make rigid rules covering the arrangement and content of all working 
papers.  Each audit or examination has problems peculiar to it alone, and each auditor has 
their own ideas as to what constitutes essential information and how it should be presented.  
Inflexibility in procedures and working papers tends to discourage initiative, whereas the 
aim of the Board is to encourage this type of quality in tax auditors.  There are, however, 
certain features of working papers that can and should be standardized, such as size and 
type of paper, indexing, cross-referencing, binding and general arrangement of data.  This 
chapter addresses those features, together with complete specimen sets of working papers 
and representative samples of various types of summary and subsidiary schedules.

Audit Working Papers Defined and Described	 0301.10
The term “audit working papers”, as used in this chapter, means the worksheets compiled 
by the auditor in the course of making a field audit, revised audit, reaudit, field billing order, 
or adjusted field billing order, together with other pertinent material.  “Other pertinent 
material” may include letters, faxes, memoranda compiled by the taxpayer, photocopies 
of letters, reproduced copies of pertinent schedules, information from prior audit working 
papers, etc.

General Guidelines for Working Papers	 0301.15
Working papers serve as the connecting link between the auditor’s fieldwork and the audit 
report.  As such, working papers should contain the evidence accumulated in support of 
the conclusions and recommendations included in the audit report.

General guidelines for the preparation of working papers include:
a)	 Completeness and accuracy — Working papers should be complete and accurate 

in order to provide proper support for findings, conclusions, and recommendations.  
Working papers also document the nature and scope of the examination performed.  
The test of completeness is whether a third party can review the schedule, understand 
its purpose, and make use of it, without consulting with the auditor who prepared 
it. 

	 Working papers will be examined by the auditor’s supervisor, and by the reviewing 
auditors, and may be used by hearing officers, attorneys, Board members, or as 
evidence in courts of law.  They are the basis for recommended determinations and 
usually serve as a measure of an auditor ‘s experience and judgment.

b)	 Clarity and understandability — Working papers should be clear and understandable 
without supplementary oral explanations.  The information they reveal should be clear, 
complete, and concise.  Anyone using the working papers should be able to readily 
determine their purpose, the nature and scope of the work done, and the auditor’s 
conclusions.  Conciseness is important, but clarity and completeness should not be 
sacrificed just to save time or paper.
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GENERAL GUIDELINES FOR WORKING PAPERS 	 (Cont.)  0301.15
c)	 Legibility and neatness — Working papers should be legible and as neat as 

practicable.  Sloppy working papers may lose their worth as evidence.  Crowding and 
writing between lines should be avoided by anticipating space needs and arranging the 
working papers before writing.  Some simple guides to follow in this respect are:

•	 Use careful handwriting.

•	 Use of captions to separate subjects. 

•	 Confine the length of comments on fifteen-column worksheets to approximately 
six columns.

•	 Separate subject matter properly.

•	 Use computer generated working papers to ensure that working papers are 
legible and neat.  (See Section 0302.07 and 0302.08.)

d)	 Pertinence — The information contained in working papers should be restricted to 
matters that are material, pertinent, and useful with reference to the audit assignment.  
The auditor should not copy figures from the taxpayer’s books without good reason, 
but should consider the audit procedure and method of verification so that only 
necessary data will be recorded.

January 2000
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WORKING PAPER TECHNIQUES	 0302.00

Hand Written Working Papers	 0302.05
Although infrequent, hand written schedules prepared by the auditor will be written on paper 
furnished by the Board.  Only one side of the paper will be used.

Schedules will be prepared using a black, medium‑hard grade pencil.  The use of red pencil 
is permitted for special purposes such as cross and source referencing.  The blue pencils are 
used  only by disctrict reviewers and the green pencils only by audit control staff.

Computer Generated Working Papers	 0302.07
Computer generated schedules can be prepared by using 8” x 11, 8 ½” x 14, 14” x 11” or 
11” x 17” paper.  If available, 11” x 17” paper may be used instead of using 8 ½” x 14” paper 
which is inserted sideways in the audit.  Only one side of the paper will be used.  Schedules 
on 8 ½” x 11” paper may be printed in “landscape” format.

Audit working papers that are prepared by computer must conform to the working paper 
standards set forth in this chapter.  These schedules must include the same information, 
comments, and referencing required for audit working papers in general.

There are four main areas that should be included on all computer-generated schedules 
and templates. They include: 

1)	 Schedule number, page number, account number, auditor name and date in the 
upper right hand corner.

2)	 Column references: “A” thru– “H” at the top of each regular template (if more space is 
needed may be less than “H”), “A” – “P” for the exempt sales template, and “A” — “S” 
for the paid bills template.  Additional columns may be added as necessary.

3)	 Line numbers down the left-hand side of the schedule body.

4)	 A general referencing line (above the column headings) and a general reference column 
(left hand column).

Standardized Audit Schedules	 0302.08
The following standards should be followed when audit schedules are prepared either in 
Excel or Access and should be followed, where appropriate, when audit schedules are hand 
written.

1)	 Font.  The font used will be either Arial, Times Roman, or Courier New.  The entire 
audit should be prepared using the same font.  Minimum font size is 10.

2)	 Scaling.  Print Scaling can be done for subsidiary and lead schedules.  Print Scaling 
will not be less than 70% (68% for Exempt Sales Test) of the original size of the 
document.

3)	 Schedule Orientation.  Lead schedules should be printed in portrait form whenever 
possible.  Subsidiary schedules can be prepared in either portrait or landscape form.  
When subsidiary schedules are prepared in landscape form, the schedule heading 
will be oriented to the right in the audit report.  The schedule (on legal-size paper) 
will be hole punched in the lower left corner to ensure the proper orientation.

October 2008
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Standardized Audit Schedules	 (Cont. 1)  0302.08
4)	 Database Schedules.  Database schedules (i.e. schedules detailing tests of sales and 

purchases) can be printed with grid lines.  Database schedules must be printed with 
bottom borderlines.  All schedules must contain line numbers.  Line numbers should 
not start with “1” on each successive page of the same schedule.  In this manner, 
every line number will identify each scheduled item on which page it is located (e.g., 
page 1 numbered 1 thru 30, page 2 numbered 31 thru 60, page 3 numbered 61 thru 
90, etc.).

5)	 Paper Size.  Lead schedules will be prepared on Letter Size (8 ½” x 11”) or Tabloid 
Size paper (11” x 17”).  Legal Size (8 ½” x 14”) paper is acceptable for lead schedules 
if they are computer generated schedules (since field printers use this size paper).  
Subsidiary schedules can be printed on the paper sizes mentioned in previous section 
(e.g., letter size, tabloid size, legal size, etc.)

6)	 Schedule Titles.  All schedules should have titles that accurately describe the contents 
of the audit working paper.

7)	 Top Right Corner.  All schedules will have a schedule number, page number, account 
number, auditor name and date in the upper right hand corner.  Hand written 
schedules using 15-column paper should have the same information mentioned above 
in the upper right hand corner of the left half of each sheet.

8)	 Page Totals.  Page totals are always required for all schedules.  Page totals will either 
appear at the bottom of each page or, in the case of computer generated schedules, 
may be placed on a separate page via a pivot table.  (A pivot table is a special kind of 
table that summarizes information from particular fields of a list or database.)  A grand 
total is always required for all schedules.  Grand totals should match the summary 
by page total and the summary by quarter (or period) total.

9)	 Schedule Footer.  Schedules generated via Excel should include a footer indicating 
and appearing as follows:

“Copy to Taxpayer”
“Date: _________”

	 Schedules will be prepared with the following information, when applicable.  Pertinent 
information for “Test of Claimed Exempt Sales” and “Purchases Subject to Use Tax” 
is listed below and illustrated in Exhibits 2 and 5.
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Column	 Test of Claimed Exempt Sales
A	 Invoice Date
B	 Invoice Number (and/or  

Ref Number)
C	 Customer Name
D	 Street
E	 City, State, Zip
F	 Ship to
G	 PO Number
H	 PO Status
I	 Item (& quantity)
J	 Amount Questioned
K	 Amount Taxable
L	 District Measure
M	 District Code
N	 Comments (e.g., Resale  

Card on File)
O	 XYZ Sent
P	 1164 Sent

Column	 Purchases Subject to Use Tax
A	 Invoice Date
B	 Invoice Number (Ref Number)
C	 Vendor
D	 Street
E	 City, State, Zip
F	 Ship from point (State 

designator)
G	 Ship to
H	 PO Number
I	 PO Status
J	 Resale Cert. Issued (Y/N)
K	 Item (quantity)
L	 Amount Questioned
M	 Amount Taxable
N	 District Measure
O	 District Code
P	 Comments —  Account 

posted to (include chart of 
accounts if only account 
number is used)

Q	 ABC Sent
R	 1032 Sent
S	 1164 Sent

If additional information is required, specific columns and appropriate headings can be 
added to the appropriate part of the schedule.  This may cause the schedule to exceed the 
allowable print space available on legal size paper and would therefore necessitate that these 
schedules be printed on tabloid size paper (11 inches by 17 inches).  Also note that additional 
linking fields can be added to the database, however, they do not need to be printed, unless 
the information is pertinent to the audit.

Schedule For Each Subject	 0302.10
Every subdivision of the audit working papers is assigned an index number, which is 
used in arranging the schedules when the audit is completed.  Each schedule supporting a 
different category of sales or deductions, or self‑consumed merchandise, will be written up 
on a separate sheet.  Unrelated data should not be put together on one schedule.  This is true 
even though only a few lines may be required to record the desired information.  The cost of 
preparing separate schedules is insignificant when compared with time wasted in looking for 
data buried in a schedule relating to some other subject.  The only exception of combining 
data is when Form BOE–414–C, Report of Examination of Records, is used as a working 
paper schedule for two or more items verified as having been correctly reported although a 
deficiency or credit is recommended as to other items covered by an audit.  Use of 8 ½” x 11” 
computer paper or seven‑column paper for verification comments in lieu of a BOE–414–C is 
permissible only in those instances where there is insufficient space on the form.

Standardized Audit Schedules	 (Cont. 2)  0302.08
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Data Furnished by Taxpayer	 0302.15
Taxpayers should be encouraged to furnish data, which may be on their own paper or on 
disk.  The taxpayer-provided schedule should be identified as “prepared by taxpayer.”  Such 
data should have proper headings inserted, be indexed, cross‑referenced, and filed with 
the regular working papers.  Unless unusual circumstances warrant, taxpayer‑furnished 
material should not be manually copied but should either be incorporated directly into the 
audit working papers or photocopied.

If paper on which such data is placed is larger than our 17” x 11” worksheets, it will be 
folded.  If considerably smaller, it will be affixed on an 8 ½” x 11” worksheet.

Credit Items	 0302.20
Credit items, or items which are opposite in sign to other entries on a schedule, will be 
written with a minus (—) sign in front of the number.  For hand written schedules, a minus 
sign (—) in black pencil in front of the number will be used.  The common method of writing 
such items in red must not be used because red figures cannot be distinguished from black 
when photocopies are made.  Decreases in taxable measure should be preceded by a minus 
sign (—) on all summary schedules.

Schedule Headings	 0302.25
The name of the taxpayer should not appear on either subsidiary or summary schedules 
unless necessary for the identification of a non-permitized retailer.  The title will be inserted 
on the second line of each schedule describing the type and source of information contained 
therein, such as Total Sales per General Ledger, Test of Sales for Resales, etc.

If the schedule refers to some definite period such as month, quarter, or year, this period 
will appear under the title of the schedule (third line) as shown in the following example:

Test of Sales for Resale per Invoices 
July, 19XX

All schedules will have a schedule number, page number, account number, auditor name, and 
date in the upper right hand corner. 

Column Headings	 0302.30
Space provided for column headings is small so headings must be short but descriptive.  If it 
is not possible to write a sufficient description in the column space provided, an asterisk or 
other mark should be placed at the end of the description.  A referring asterisk mark should 
be at the bottom of the schedule with a complete description given.  Unless handwriting is 
small and legible, column headings will be printed.  The reference line should indicate the 
source of data in that column, using <angle brackets> for data from other schedules e.g., 
<12A–1> and (parentheses) for arithmetic computations e.g., (A + B – C).

January 2000
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Totals	 0302.35
Where a schedule lists two or more columns or classifications, vertical footings and 
cross‑footings (horizontal) will be made and the grand totals balanced with each, as illustrated 
in the following example:

Analysis of Sales

Footings and cross‑footings should not be made unless they are clearly of value in the 
audit.  

REF < Per Sales Journal > (A+B+C)

Period Taxable Resale Freight Total
1 January, 19xx $ 500 $ 400 $ 100 $ 1,000
2 February, 19xx 600 500 200 1,300
3 March, 19xx 700 500 300 1,500
4 1Q-9x Total $ 1,800 $ 1,400 $ 600 $ 3,800

< 414-A-1 >

The total may be shown either on the right or left side, depending upon use to be made 
of the data and convenience in compiling.  Hand written schedules using a single space 
form (every line filled) will skip a line before inserting the total.  Hand written schedules 
using double spacing (every other line filled) will not skip a line before inserting a total.  All 
schedules (hand written and computer generated) will underline the last line of data with a 
single black line, and the total will be underlined with a double black line.  When a schedule 
is hand written and composed of two or more sheets which requires a grand total, a page total 
will be placed at the bottom of each sheet.  A summary of page totals, computing the grand 
total, will be prepared in one of the following ways:

a.	 If the hand written schedule consists of a few pages and sufficient space is available 
on the last sheet, page totals for the preceding pages may be entered under the page 
total for the last sheet, and a grand total computed.

b.	 If the hand written schedule consists of a large number of pages, a separate sheet 
showing the summary of page totals should be prepared.  This summary sheet 
should then appear as the first page of the schedule, followed by the pages containing 
supporting details.

c.	 Computer generated schedules with multiple pages may place page totals on a separate 
page via a pivot table.

To maintain the integrity of the database, the data will be scheduled without skipping a line 
for computer generated schedules.

Subtotals	 0302.40
Hand written subsidiary schedules often are set up by months with subtotals every three 
months showing quarterly totals.  To improve the appearance and legibility of subsidiary 
schedules, the first month of the first quarter should be entered on the second line below 
the space for column headings with quarterly totals shown on the first heavy line; the first 
month of the second quarter should be shown on the second line after the first heavy line, 
and so on.  In this manner, quarterly totals will always be shown on the heavy lines.

Subtotals for other types of data should be set off by single lines whenever possible.

February 2002



Audit Manual

January 2000

Layout	 0302.45
The auditor should set up the most efficient mechanical arrangement possible before the 
compilation of data is started.  This avoids transcribing figures from taxpayer books before 
the correct arrangement of a schedule has been decided upon, with the result that the 
worksheet must be discarded when its defects have been disclosed.  Time may be saved by 
setting up several proposed layouts with column headings on scratch paper, columns being 
numbered from 1 to 7, or from 1 to 15, and inserting some sample entries before deciding 
on a final layout.

If dates, or months and quarters, are to be shown in a left‑hand column, sufficient columns 
should be provided for horizontal expansion; that is, there should be a column for each type 
of classification with blank columns for possible additional classifications not yet disclosed.  
When there are insufficient columns for the proper horizontal spread, the months should 
be placed across the top and the classifications shown on lines, with blank lines left in the 
proper places for vertical expansion.  In many cases when the columns on one sheet are 
not sufficient, the schedule must be broken into two sheets.  If there is sufficient space on a 
schedule, lines should be skipped between subsections and totals.  This sets the information 
out and makes it easier to read.  Where there are only a few entries on the sheet, every other 
line should be used for recording data.  Again, to maintain the integrity of the database 
and to facilitate the use of a pivot table, no lines should be skipped when using a computer 
generated schedule.  The spreadsheet can always be expanded to include additional columns 
and/or rows.

Indexing — General	 0302.50
A standard system of indexing working papers is desirable.  Although there are many indexing 
plans, a system based on line numbers shown on tax returns has been adopted for indexing 
schedules of business tax audits.

Indexing Summary Schedules	 0302.55
Summary schedules will bear the line numbers appearing opposite the corresponding items 
on tax returns.  The following summary schedule indexing systems will be used for sales 
and use audits:

Total Sales Basis Only (Exhibits 7 to 36):
Schedule 1.	 Total Sales
Schedule 4.	 Sales for resale
Schedule 5.	 Food Products
Schedule 6.	 Nontaxable Labor
Schedule 7.	 Sales to U.S. Government
Schedule 8.	 Interstate Sales, Etc.
Schedule 9.	 Sales Tax Included
Schedule 10.	 Other Exempt Transactions

Taxable Measure Basis Only (Exhibits 37 to 65):
Schedule 12.	 Taxable Measure
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Indexing Summary Schedules	 (Cont.)  0302.55
Either Total Sales or Taxable Measure Basis:

Schedule 2	 Purchases Subject to Use — Tax 
Schedule 15.	 Purchases Subject to Local Tax
Schedule 16.	 Taxable Measure – Local Tax
Schedule 20	 Section 6406 Credits
Schedule A8.	 Taxable Measure – District Tax — (Name of District)
Schedule A8.1 to A8.x	 To be used when adjustments are made to more than one 

district tax)
	
Schedule G2	 Sales Tax Paid to Distributors and Brokers (Gasoline 

Sellers)

Schedules for audits made on a taxable measure basis will be numbered as Schedule 12, 
which corresponds with the line number reporting the measure of tax on a return.  However, 
self‑consumed items and purchases subject to use tax should be identified separately in the 
analysis of differences on audit schedules and audit reports.  This provides a clearer analysis 
of the proposed measure of tax on Form BOE–414–A.  As an alternative, self‑consumed 
items and purchases subject to use tax may be included on Schedule 2, and taxable sales 
differences on Schedule 12.  Schedules in interdistrict cooperative audits will precede the 
schedule number with the identifying letters (e.g. AB, CH, FH) of the district preparing the 
schedule.

Schedule 16 will be prepared only when the state and local tax adjustments to reported 
amounts are different.  Since such differences will occur infrequently, it is anticipated that 
most audits will not require a Schedule 16.

Schedule A8 will be prepared only when the state and district tax adjustments to reported 
amounts are different.  When adjustments to reported amounts are different for state and 
district taxes, a separate district tax summary schedule must be prepared for each district 
where audited differences are noted.

If only one district tax summary schedule is required, the schedule should be indexed 
as A8.  If more than one district tax summary schedule is required, the schedules will be 
indexed as A8.1, A8.2, A8.3, etc., to include all district taxes for which summary schedules 
are required.  The indexing system does not identify a particular A8 summary schedule to a 
district; therefore, the name of the district should be identified in the schedule heading.

All district tax summary schedules will be prepared on a taxable measure basis irrespective 
of whether the remainder of the audit was conducted on a total sales basis.  

Both Schedule 16 and Schedule A8 summarize all of the differences to the measure of tax 
and are the sources for the measure of tax on Form BT–414–A1.

There shall be no deviation from this system of indexing.
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Indexing Subsidiary Schedules	 0302.60
Subsidiary schedules which directly support summary schedules will bear the same capital 
letter followed by a dash and numeral, i.e. 12A–1, 12A–2, 12B–1, 12C–1, 12D–1, etc.  
Subsidiary schedules supporting other subsidiary schedules will bear the same capital letters 
followed by a dash and the same numerals followed by adding small letters, i.e., 12A–1a, 
12A–1b, 12A–2a, 12B–1a.  An example of the complete indexing system is as follows:

Schedule 12		  (Lead Schedule, Taxable Measure Understated/Overstated)

Schedule 12A		  (Summary Schedule of First Tax Difference)

Schedule 12A–1		 (Subsidiary Schedule for First Tax Difference)

Schedule 12A–1a	 (Subsidiary for Subsidiary Schedule for First Tax Difference)

Schedule 12B		  (Summary Schedule of Second Tax Difference)

Thus, the schedules should be laid out as indicated by the following chart:

Layout and Assembly of Schedules 

12

12 A 12 B

12 A–1 12 A–2 12 B–1 12 B–2

12 A–1a 12 A–1b 12 A–2a 12 A–2b 12 B–1a 12 B–1b 12 B–2a 12 B–2b

It is not good practice to subdivide subsidiary schedules too finely.  Often page numbers may 
be used to designate subdivisions; for example, if a number of pages are used to accumulate 
data which are summarized on the first sheet, the whole series should be assigned the same 
index number with pages numbered from 1 up, as follows:

Schedule 12A Page 1 of 3 June 19X1		  (Questioned Sales for Resale)

Schedule 12A Page 2 of 3 Oct. 19X2			  (Questioned Sales for Resale)

Schedule 12A Page 3 of 3 Page Total Summary	 (Questioned Sales for Resale)

When indexed in this manner, the schedule should be cross‑referenced as 12A–pg. 1, not 
12A–1, which refers to a subsidiary schedule supporting Schedule 12A.

If there is only one page to a subsidiary schedule, the “Page” does not require numbering, 
but if more than one exists, the pages should be numbered from 1 up, as follows: 1 of 6, 2 
of 6, 3 of 6, etc.

Subsidiary schedules to audits made on the total sales basis will be indexed as follows:

Schedule 1		  (Summary or Total Sales)

Schedule 1A		  (Subsidiary)

Schedule 1A–1		  (Subsidiary)

Schedule 1A–1a		 (Subsidiary)
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Indexing Memo and Superseded Schedules	 0302.65
Memo schedules will be marked “Memo” above the caption “Page,” and should be numbered 
from 1 up, in the space opposite the caption “Schedule.”  Superseded schedules will be 
marked “Superseded” diagonally across the body of the sheet.  (Section 0302.80)

Cross‑Referencing	 0302.70
Cross‑referencing is necessary to facilitate tracing figures back to the underlying schedules 
and to aid in tracing subsidiary schedules forward to the summaries.  It greatly assists the 
reviewing auditors and hearing officers and should be used in small audits as well.

Examples of the method by which cross and source references are to be made are shown on 
the schedules in the various exhibits.

Index To Working Papers	 0302.75
An audit report will contain an index that is prepared on Form BOE–495, Index to Working 
Papers, whenever five or more lead and subsidiary schedules are prepared for an audit.  See 
Exhibits 8 and 37.

A very large set of audit working papers is sometimes bound together in sections with an 
index of schedules prepared for each section, and is often marked with tabs for each main 
section.

Note: In the Index to Working Papers, dashes rather than page numbers are shown in the 
Page Number column for schedules that contain only one page.  For schedules consisting of 
more than one page, the number of pages are shown in the Page Number columns as 1–2, 
1–4, 1–10, etc.

Arrangement	 0302.80
All schedules and exhibits will follow the pertinent schedules to which they relate.  Other 
papers, such as letters, superseded schedules and exhibits of general nature, will be identified 
as memo schedules, and placed at the back of the audit.  Audit working papers should not 
reference memo schedules.  A schedule important enough to be referred to in the audit 
working papers should be included as a regular schedule directly behind the schedule to 
which it relates (e.g., XYZ letters, resale certificates, etc.). 

The entire file will be carefully lined up on the top and left edges.  These sheets should be 
bound together.  A hole to receive the paper fastener, approximately 3/16” in diameter, will 
be punched in the upper left-hand corner of all papers in such a position that all writing 
will remain clearly visible.
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CONTENT OF WORKING PAPERS	 0303.00

Basic Data	 0303.05
The basic data to be shown on subsidiary schedules should be carefully considered.  Figures 
and other data should not be copied from the taxpayers records without thought given to 
their significance or ultimate use.  On the other hand, all data which could be used in the 
section under consideration, as well as in other sections of the audit, should be recorded 
while the documents are being examined so that there will be no necessity for pulling them 
again; i.e., names, dates, invoice numbers, descriptions of items, points of origin, shipping 
data, district, and accounts charged should be recorded if any possible use is foreseen.  In 
many cases, certain reference data are required by the taxpayer in examining the schedules 
for correctness, and if such information is not on the schedule, much time is lost while the 
taxpayer secures the desired documents and makes the examination.

Summary or Lead Schedules	 0303.10
Summary (also called lead) schedules represent the final recapitulation of audited and 
reported figures, differences and analysis of differences, and are prepared for each main 
section of the audit where there is a difference between the audited and reported figures.  
They are the basis for transcribing net differences per audit to “Summary of Differences” on 
Schedule 414–A2 or Schedule 12.

Subsidiary Schedules	 0303.15
Subsidiary schedules support summary or other subsidiary schedules.  The information 
shown on this schedule is an analysis of the data shown in total, or by quarters, on the 
summaries and usually consists of compilations by months to compute quarterly totals, 
compilations by days, items, or other classifications to determine monthly totals, or data 
to support calculations of percentages.  Adding machine tapes may be included in audit 
work papers in lieu of listing the figures on a schedule as long as the auditor provides an 
audit trail to the taxpayer’s documents.  Tapes should be attached to a seven‑column work 
paper and be displayed so totals are visible.  The basis for computing audited figures are 
recorded on these schedules, e.g., monthly totals from the sales account, individual sales 
from the cash receipts book, list of individual sales from sales invoices used for test checks, 
lists of individual purchases from purchase invoices used for computing use tax liability.  
In a sense, subsidiary schedules are the most important worksheets of the audit since all 
essential detailed information is compiled thereon.  The data should be so complete that an 
auditor who did not assist in compiling it could, nevertheless, interpret the results, make 
the required calculations, or prepare summary schedules.
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Memo Schedules	 0303.20
Some examples of memo schedules are as follows:

1.	 Audit program.

2.	 Miscellaneous data including:

(a)	 Copy of BOE–1164’s and BOE–1032’s prepared (required)

(b)	 Copy of letters to and from taxpayers.	

In many cases, the information contained in these schedules has an important bearing on 
the audit, and they should be carefully preserved.  

Memo schedules, however, do not include schedules or materials that have a direct bearing 
on other audit schedules or findings (i.e. XYZ letters, taxpayer prepared schedules, etc.).  
Such schedules should be included as part of the audit working papers and indexed as 
schedules accordingly (e.g., 12A–1, 12B–1a, etc.).

Memo of Time of Auditors	 0303.25
When more than one auditor is engaged on an audit, which requires considerable time 
to complete, the auditor in charge may prepare a memo schedule to which they should 
post daily time.  The names of the auditors should be shown in the column headings, and 
dates in the extreme left‑hand column.  This record must agree with the time reported on 
Form BOE–609–A, Auditors Time Report, Form BOE–610, Auditors Monthly Report, Form 
BOE–666, Employees Summary Time Report, and on the reverse side of Form BOE–414–A, 
Report of Field Audit.

Memo of Work To Be Done When The Audit Is Deferred	 0303.30
It is sometimes necessary to defer a partially completed audit to allow the taxpayer time to 
secure additional information.  In such cases, a memo should be prepared in duplicate outlining 
the work to be done by the taxpayer, and the approximate date of the auditor’s return to the 
job.  The taxpayer should be given the original copy of this memo.  Notes regarding the work 
completed and the work remaining to be done can be placed on the duplicate copy of the 
memo which will be placed on the top of the file of working papers for future reference when 
the auditor returns to the job.  Whenever completion of an audit is deferred to accommodate 
a taxpayer, the auditor may need to secure a Form BOE–122, Waiver of Limitation, unless it 
is certain that failure to do so will not in any way jeopardize the interests of the State.  (See 
Section 0215.15 for guidance on when to request a waiver.)
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VERIFICATION COMMENTS	 0304.00

Comments On Summary Schedules	 0304.05
General verification comments are to be written on summary schedules.  Specific comments 
on detailed verification should be made on subsidiary schedules.  (See Section 0304.30.)  The 
comments should be clear, specific, and concise.  They should be written in an orderly manner 
stating simply the nature of the transactions, the records examined, the taxpayer’s method of 
reporting, the audit approach, and the result, or audit findings.  An example of the captions 
that should be used in all audits is illustrated below in Sections 0304.10 to 0304.20.

Types of Transactions	 0304.10
Under this heading, the auditor very briefly gives a description of the taxpayer’s business 
and the types of transactions encountered in the audit.  Example:  Assuming the audit is of 
a furniture manufacturer, the Total Sales Summary schedule comment might read: 

	 “The taxpayer is a manufacturer, repairer, and reconditioner of furniture.  Also, the 
taxpayer manufactures custom furniture made from resale inventory as well as customer 
supplied material.”

Source of Data	 0304.15
Under this heading, the auditor indicates the documents and records that were available 
for examination and the period for which the documents and records exist.  In the case of 
the furniture manufacturer this comment might read: 

	 “Source data consisted of customer purchase orders, sales invoices, sales journals, 
monthly profit and loss statements, and general ledger.  All records were complete and 
available for the entire audit period.  Franchise Tax Returns were available for calendar 
years 1998, 1999, and 2000.” 

This heading would need to be modified if the taxpayer did not provide any records during 
the audit period.

Reporting Method	 0304.17
Under this heading, the auditor provides a brief description as to how the taxpayer reports 
his/her sales as well as purchases subject to use tax on the sales tax return.  The comment 
should indicate whether the taxpayer nets any sales and if sales tax is included in reported 
total sales (Line 1 of return).  Assuming the same furniture manufacturer, this comment 
might read:

	 “The taxpayer reports total sales ex-tax on line one and claims sales for resale and 
repair labor on lines four and six respectively.  Recorded sales tax is reconciled to sales 
tax paid and the reconciliation work sheet is attached to the tax return.  The taxpayer 
did not report any purchases subject to use tax.”

This heading may be omitted if the taxpayer did not report to the Board since this would be 
obvious from other information.  



Audit Working Papers

January 2000

Verification and Findings	 0304.20
Under this heading, the auditor briefly summarizes the verification performed and explains 
what was found and why it is considered to be either taxable or not taxable.  The subheadings 
under this section should be relevant to the items examined and noted in the audit (Tax 
Accrual Reconciliation, Total Sales, Purchases Subject to Use Tax, etc.)  The auditor will 
need to modify the subheadings in this section to areas examined in their audit.

Comments should be meaningful and necessary.  For example, the statement “Findings” —  
None is unnecessary and should be avoided.  If it is obvious from the schedule that there 
are no differences, this heading should be omitted.

Under the Total Sales summary of the furniture manufacturing company, this comment 
might read: 

	 “Sales invoices were traced to the sales journal for the period January 1997, and 
August 1998, and the sales journal footings were traced to general ledger for the audit 
period.  Reported total sales were reconciled to total sales per the general ledger and 
Franchise Tax Returns for years 1998, 1999, and 2000.  No errors or differences were 
noted.  Total reported sales were accepted by the auditor.”

Under the Sales for Resale summary schedule, the following Verification and Findings 
comment might read:

	 “Recorded sales for resale per the sales journal were reconciled to claimed resales for 
the audit period.  No differences were noted.  Recorded sales for resale for December 
19XX were tested.  December 19XX was selected based on a conversation with the 
taxpayer who indicated this period accurately represented sales for resale for the audit 
period.  All sales for resale invoices for December 19XX were examined and traced 
to available resale certificates.  The resale certificates were verified as taken in good 
faith, bearing valid sellers’ permit numbers, and signed by purchasers in the business of 
selling furniture.  20% of December 19XX recorded sales for resale were not supported 
by resale certificates or valid XYZ responses.  The 20% rate of error was applied to 
claimed resales for the audit period.  See Sch. <12J–1> for additional information.” 

Comments On Subsidiary Schedules	 0304.30
Subsidiary schedules should have brief comments written near the bottom, unless the 
information is self‑evident from columnar headings or is covered in the remarks columns or 
by other notations. Subsidiary schedule comments should not be the same as comments on 
the summary schedules.  It is important for the auditor to remember that over-all verification 
comments are for the summary schedules and specific verification comments are for the 
subsidiary schedules.  The information contained on these subsidiary schedules should 
show:

•	 Source of data and a brief description of nature of same.

•	 Extent of verification.

•	 Basis of estimating where estimates are used.

•	 Method of calculating percentages.

•	 Explanation of differences between reported and audited figures if not shown on 
Remarks column.

•	 Any other comments pertinent to the method of reasoning used to determine the facts 
and figures shown on the schedule.
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MISCELLANEOUS COMMENTS AND NOTES	 0305.00

No Record Cases	 0305.05
In cases where records are incomplete or non‑existent, it will be necessary to estimate 
the tax liability based upon the most reliable information the auditor can obtain.  In these 
instances, the comments should be very complete and should indicate clearly the method 
used in estimating the tax liability, why a particular method was used in preference to some 
other, and any additional factors tending to confirm the correctness of the auditor’s estimate 
of the tax liability.

Fluctuation In Sales or Deductions	 0305.10
Verification comments should always include an explanation of abrupt fluctuations in sales, 
markups, or in any of the deductions claimed by a taxpayer.

Purchases Subject To Use Tax	 0305.15
Comments under this caption should indicate whether purchases subject to use tax were 
properly reported.  

Comments should always show the general location of the supplier’s business.  The comments 
should be particularly clear and complete in those instances where the purchases subject to 
use tax were made from a California retailer.  Any major purchases reported should be fully 
described on the subsidiary schedule where such purchases are listed.  (Section 0401.20 
and 0408.22).

Purchases Subject To Section 6406 Credit	 0305.17
Section 0208.15 defined Section 6406 Credit and noted how headquarters records this credit 
on Form BOE–414. (Section 0419.20 for further information.)  

Comments under this caption should indicate if the credit was properly claimed.  Differences 
noted in the audit should be explained.

Sales Tax Included In Gross Sales	 0305.20
Whether a retailer may add sales tax reimbursement to the sales price of the tangible personal 
property sold at retail to a purchaser depends solely upon the terms of the agreement of sale.  
Certain presumptions concerning the addition or inclusion of sales tax reimbursement are 
created by Civil Code Section 1656.1.  See Regulation 1700(a)(1)&(2).

Prepayment of Sales Tax On Motor Vehicle Fuel (MVF)	 0305.22
A portion of the sales tax, which is ultimately due on the retail sale of MVF, is prepaid at 
the time of the first taxable distribution of MVF in this state.  These prepayments into the 
“SG” fund are separate from the sales and use tax program and must be verified as part of 
routine audits of MVF sellers.  

Overpayments	 0305.25
For reasons indicated in Chapter 2, verification comments should be particularly complete 
in audits recommending refunds.  (See Section 0216.03.)

Tax Errors On Returns	 0305.30
Any material unexplained differences between the total tax on Form BOE–414 and the tax 
paid by the taxpayer should be commented upon fully by the auditor under the appropriate 
caption on the back of Form BOE–414–A.  Comments should indicate why the differences 
cannot be explained and their probable nature.
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Notes	 0305.35
Notes, as distinguished from the verification comments, should give the detail of all significant 
differences affecting taxable sales as well as the reason for the differences.  If, for example, 
certain sales for resales were disallowed, the note on this subject should not only indicate 
that fact, but also the reason for disallowance.  Wherever possible, these notes should appear 
on the same line on the schedule as the item, which is being explained.  

Special Explanation	 0305.40
It may be necessary to make comments or explanations on the summary or subsidiary 
schedules, which are of a kind other than those previously indicated.  This type of comment 
should be made under a heading, which describes the subject matter as precisely as 
possible.

For example, rental transactions may affect several items on the tax return such as total 
sales, purchases subject to use tax, or some other deduction.  In commenting on rentals, 
it will often be simpler to discuss all phases of the transactions under the single heading 
“Rentals” rather than to discuss it in part under a number of separate headings.

Dating Entries in Audit Reports and Working Papers	 0305.50
A uniform method of dating entries is to be used in both computer generated and hand written 
audit reports and working papers.  Dating entries are as follows:

(a)	 Specific dates are to be entered as: 1/1/1999, 2/19/1999, etc.

(b)	 Specific months are to be entered as: May 1999, July 1999, etc.

(c)	 Specific quarters are to be entered as: 1Q–99, 2Q–99, etc.

(d)	Specific years are to be entered as: YR98, YR99, etc.

(e)	 Specific fiscal years are to be entered as: FY97/98, FY98/99, etc.

Sample Working Papers	 0305.60
Computer generated working papers are a part of this chapter.  Features, which should be 
noted, are indexing and cross‑referencing, cross‑footings, format, and comments on the 
schedules.  They should be carefully studied as an illustration of the type of working papers 
desired to support tax audits.

It is impractical to illustrate all of the numerous variations of working papers that may be 
used to record and summarize data secured during the course of an audit.  The illustrations 
in this chapter are samples only.  The schedules illustrating total sales and sales for resale 
may be used for any deduction where the arrangement fits in with the audit program.  There 
are two general types of working papers illustrated, summary schedules and subsidiary 
schedules.  Summary schedules (0303.10) always present certain basic information, usually 
by quarters; i.e., period, amount per audit, amount reported, difference, and analysis of 
difference.  Subsidiary schedules (0303.15) are arranged to present the desired information 
in a form to fit into the summary schedule which they support.
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Electronic Audit Working Papers	 0306.00

General	 0306.05
All audits in process will be backed up to a designated location on the Local Area Network 
(LAN).  Each auditor is responsible for backing up AWPs to the LAN on a weekly basis.  The 
network’s “J:\” drive has been identified for this purpose.  This procedure ensures the data 
can be restored in case of equipment failure.  In addition, it provides supervisors the ability 
to review work in response to taxpayer contact, audit issues, and auditor performance 
issues.  If a weekly backup is not practical, auditors should make alternative arrangements 
with their supervisors.

Naming Convention	 0306.10
As a general rule, audits should be saved using the format “case ID_Taxpayer_Name” as the 
file name (e.g. 654321_Jane_Doe).  The addition of letter designators for multiple workbooks, 
account names or numbers, etc. are acceptable for clarification or identification as long as 
the case ID_Taxpayer_Name is maintained as part of the filename.  In those instances where 
a case ID does not exist, the seller’s permit number should be used as the primary form of file 
identification followed by the taxpayer’s name.  To maintain organization in the designated 
“Audits” portion of the SUTD LAN, the auditor should create a folder for each audit using the 
case ID naming convention and save all related electronic AWPs in the appropriate folder.  

Auditor Responsibilities	 0306.20
When the audit is complete and ready for upload to IRIS, the auditor will move (not copy) 
the audit folder and its contents to the “Audit_Control_Inbox” (“Inbox”) on the LAN.

Audit Control Responsibilities	 0306.20
Audit control staff will move the audit upload file from the “Inbox” folder to an “Upload” 
location on the LAN and move (not copy) the audit folder from the “Inbox” folder to the 
“Audits_Transmitted” folder.  For those occasions where an audit is not immediately ready 
to be moved from the “Inbox” to the “Audits_Transmitted” folder for archiving, there is an 
“Audits_Pending” folder.  The audit control staff should remove audit folders from the “Inbox” 
and place them in the “Audits Pending” folder when it is determined the audit needs to be 
held and not transmitted for some time.

October 2008



Audit Working Papers

LAN Coordinator Responsibilities	 0306.25
The District LAN Coordinator (or a designee) will burn the contents of the “Audits Transmitted” 
folder to a CD at least once a quarter, no earlier than the seventh calendar day of the month.  
A backup of that CD will be created during each backup session to ensure proper preservation 
of the data.  The data on the archived CDs must be compared with the data in the “Audits 
Transmitted” folder to verify that all data was burned onto the CD.  Once the data transfer 
is verified, the information in the “Audits Transmitted” folder will be deleted to preserve LAN 
space.  Files may be archived more frequently than once a quarter but the data from the 
“Audits Transmitted” folder should not be purged earlier than the seventh calendar day of 
each month to ensure proper data backup.

The Technology Services Division (TSD) runs a monthly backup of the LAN data on the last 
Friday of every month when the last day of the month falls on a Friday, Saturday, Sunday, or 
Monday (when Monday is a state holiday).  When the last day of the month falls on any other 
day, TSD will run the monthly backup on the first Friday of the following month.  Backup 
tapes are maintained by TSD for two years and provide district offices an additional source 
of data recovery should both the primary and backup archive disks become corrupted or 
damaged. If LAN Coordinators encounter a lack of adequate space on the LAN, they should 
immediately contact a Systems Coordinator or the Supervisor, Compliance and Technology 
Section.

Storage of CD	 0306.30
District Administrators should set the policy for their offices governing the storage of the CD 
Media.  The following guidelines are provided to aid each office in creating a storage policy 
and are not meant to be all-inclusive.

•	 A priority should be given to information security.  The same precautions given to 
secure hard copies of confidential taxpayer data (e.g. tax returns and applications for 
seller’s permits) should be applied to the archive CDs.  Districts may consider securing 
the CDs with other software disks required to be controlled within each office.

•	 The archive CD and its backup should be stored in separate locations.  This should 
minimize external factors affecting the CDs (e.g. heat, moisture, etc.).

The length of retention for archived Electronic AWPs should follow existing policies for 
retention of the hard copies of the AWPs (see AM section 0117.02).
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Summary of Claimed Exempt Sales by Quarter		  Exhibit 1
	 Page 1 of 2

Note:

This schedule was generated using a pivot table.  Using 
pivot tables will not allow the period codes to be in the 
prescribed format of 1Q-96, 2Q-96, etc.

Copy to 
Taxpayer
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Summary of Claimed Exempt Sales by Quarter	 Exhibit 1
	 Page 2 of 2

Note:

This schedule was generated using a pivot table.

Copy to 
Taxpayer
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Test of Claimed Exempt Sales		  Exhibit 2
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Test of Claimed Exempt Sales	E xhibit 2
	 Page 3 of 3
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Summary of Claimed Exempt Sales by Page Total		  Exhibit 3

Copy to 
Taxpayer

Note:.

This schedule was generated using a pivot table and should be 
numbered as the last page of the Questioned Claimed Exempt 
Sales schedule (Exhibit 2).
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Summary of Purchases Subject to Use Tax by Quarter		  Exhibit 4
	 Page 1 of 2

Note:

This schedule was generated using a pivot table.

Copy to 
Taxpayer
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Summary of Purchases Subject to Use Tax by Quarter	E xhibit 4
	 Page 2 of 2

Note:

This schedule was generated using a pivot table.  Using pivot tables 
will not allow the period codes to be in the prescribed format of 
1Q-96, 2Q-96, etc.

Copy to 
Taxpayer
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Test of Purchases Subject to Use Tax		  Exhibit 5
	 Page 1 of 2
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Summary of Purchases Subject  
to Use Tax by Page Total		  Exhibit 6

Note:

This schedule was generated using a pivot table. Using pivot tables 
will not allow the period codes to be in the prescribed format of 
1Q-96, 2Q-96, etc.

Copy to 
Taxpayer
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January 2000

Summary of Differences	 [414–A2]	 Exhibit 7

Note:

A separate schedule is required for each area of non-compliance.  This 
schedule is used for upload purposes and should be superseded and placed 
in the back of the AWP’s.

Copy to 
Taxpayer
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Index to Audit Working Papers		  Exhibit 8

★

★	 Audit Manual Exhibit Number
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Total Sales Summary	 [1]	 Exhibit 9
	 Page 1 of 2
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Total Sales Summary	E xhibit 9
	 Page 2 of 2
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Recorded Sales	 [1A]	 Exhibit 10

Instructional Note:

	 In general, figures and other data from the taxpayer’s records 
should not be transcribed to the audit working papers without good 
reason.  However, for illustration purposes a summary schedule of 
recorded sales has been prepared for this sample audit.

Copy to 
Taxpayer
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Markup Analysis	 [1B]	 Exhibit 11

Copy to 
Taxpayer
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Unrecorded Sales	 [1C]	 Exhibit 12

Copy to 
Taxpayer
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Unreported Sales of Capital Assets	 [1D]	 Exhibit 13

Copy to 
Taxpayer
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Sales to Employees	 [1E]	 Exhibit 14

Copy to 
Taxpayer
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Reconciliation with F.I.T.R.’s and Markup Analysis	 [1F]	 Exhibit 15
	 Page 1 of 2

Copy to 
Taxpayer
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Reconciliation with F.I.T.R.’s and Markup Analysis	E xhibit 15
	 Page 2 of 2

Copy to 
Taxpayer
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Purchases Subject to Use Tax	 [2]	 Exhibit 16

Note:

The *  referenced above refers to the upload schedule and is to be 
broken out by separate non-compliance codes.

Copy to 
Taxpayer
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Transfers from Ex-Tax Inventory for Own Use	 [2A]	 Exhibit 17

Copy to 
Taxpayer
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Quarterly Analysis of Consumable Supplies	 [2B]	 Exhibit 18A
	 Page 1 of 2

Copy to 
Taxpayer
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Quarterly Analysis of Consumable Supplies	E xhibit 18A
	 Page 2 of 2

Copy to 
Taxpayer

Note:

LATC,SFTA & SFPF are not referenced in this example.
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Quarterly Ex-Tax Purchases of Consumable  
Supplies from Out of State Vendors	 [2B–1]	 Exhibit 18B
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Audit Working Papers

January 2000

Sales for Resale Summary	 [4]	 Exhibit 19
	 Page 1 of 2

Copy to 
Taxpayer

Note: 1

Schedule 4B-1, “Calculation of Sample Size”, is not shown in this sample audit.  
For an example of the sample size calculation, see Chapter 13, Exhibit 13.

Note: 2

The *  referenced above refers to the upload schedule 12 and is to be broken 
out by separate non-compliance codes.
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January 2000

Sales for Resale Summary	E xhibit 19
	 Page 2 of 2

Copy to 
Taxpayer

Note:

As part of the pivot table process a column will be generated 
(column H).  This happens when there is no description on the 
auditors worksheet under district taxes.
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Percentage of Disallowance	 [4A]	 Exhibit 20

Copy to 
Taxpayer
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Sales for Resale Test — Statistical Sample	 [4A–1]	 Exhibit 21
	 Page 1 of 2
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Sales for Resale Test — Statistical Sample	E xhibit 21
	 Page 2 of 2
BOE 504-CUS (1-97)	 STATE OF CALIFORNIA
	 BOARD OF EQUALIZATIONSTATEMENT CONCERNING PROPERTY PURCHASED 
WITHOUT PAYMENT OF CALIFORNIA SALES TAX
	 DMA	 ________
	 Auditor’s Initials	 ________
Please complete this inquiry statement to indicate the disposition of certain non-taxed purchases you made from the 
seller listed below.  Please fill out the form completely, check the appropriate boxes, and sign as your company’s 
authorized representative.  The form should be returned within 10 days.

Please check the appropriate boxes below. If none of these apply, please explain below.

	The above property was purchased for resale and was resold in the form of tangible personal property.  It was 
not used for any purpose other than retention, demonstration, or display while being held for sale in the regular 
course of business.

	The above property was purchased for resale and is presently in resale inventory.  It has not been used for 
any purpose other than retention, demonstration, or display while being held for sale in the regular course of 
business.

	The above property was purchased for leasing and tax measured by rental receipts has been paid directly to 
the Board with our sales tax returns.

	The above property was purchased for resale to the United States Government.  In accordance with the title 
provisions of the U.S. Government supply contract, the U.S. Government took title to the property prior to any 
use of the property by us.

	The above property was purchased for our own use and not for resale, and
	tax in the amount of __________ was paid directly to the Board with our sales tax return for the reporting 

period ____________________.
	tax in the amount of __________ was added to the billing and remitted to the Seller.

	the purchase is a taxable transaction and tax is applicable. _____________________________________________________________________________________________________________________________________________
COMMENTS

_____________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________

The information provided above is subject to verification by the State Board of Equalization.

AC
J.C.

ABC COMPANY SR AC 12-121212

09/11/1998	 239	 C0012345	 30	 HOLIDAY GREETING CARDS

X

X

Lighting Fixture Retailer

SR AB 11-121212

S.T. Vega

S.T. Vega

Owner

8/12/1999 (310)  555-4545 Torrance
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Copy to 
Taxpayer

Note:

Not all transactions are scheduled 
and the totals will not foot.

Sample Base	 [4A-2]	 Exhibit 22
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Statistical Sample Evaluation	 [4B]	 Exhibit 23

Copy to 
Taxpayer
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Labor Sales Summary	 [6]	 Exhibit 24
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Audit Working Papers

January 2000

Quarterly Analysis of Disallowed Labor Sales	 [6A]	 Exhibit 25
	 Page 1 of 2

Copy to 
Taxpayer



Audit Manual
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Quarterly Analysis of Disallowed Labor Sales	E xhibit 25
	 Page 2 of 2

Copy to 
Taxpayer



Audit Working Papers
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Labor Sales Disallowed	 [6A–1]	 Exhibit 26
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Sales to U.S. Government (414C)	 [7]	 Exhibit 27

Sch 7



Audit Working Papers
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Interstate and Foreign Commerce Sales Summary	 [8]	 Exhibit 28

Copy to 
Taxpayer

Instructional Note:	
	  Amounts shown in column “C” were transcribed from the detailed supporting schedule 8A 

(not shown).
Note:
	 The *  referenced above refers to the upload schedule 12 and is to be broken out by 

separate non-compliance codes.
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Bad Debts Summary	 [10]	 Exhibit 29

Copy to 
Taxpayer

Instructional Note:	
	  Amounts shown in column “C” were transcribed from the detailed supporting 

schedule 10A (not shown).  Describe disallowed bad debts on BT-414-A as  “Excess 
of Bad Debts Deduction Over Taxable Sales - Quarter Ended 3-31-99”.

Note:
	 The *  referenced above refers to the upload schedule 12 and is to be broken out by 

separate non-compliance codes.



Audit Working Papers
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Sales to Aircraft Common Carriers	 [18]	 Exhibit 30

Instructional Note:	
	 Amounts shown in column “C” were transcribed from the detailed supporting 

schedule 16A (not shown).
Note:
	 The **  referenced above refers to the upload schedule 12 and is to be broken out by 

separate non-compliance codes.

Copy to 
Taxpayer
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BART Taxable Measure Summary	 [A8.1]	 Exhibit 31

Copy to 
Taxpayer
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Copy to 
Taxpayer

Disallowed Resales Subject to BART Tax	 [A8.1A]	 Exhibit 32



Audit Manual
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Percentage of Disallowance of  
Resales Subject to BART Tax	 [A8.1A–1]	 Exhibit 33

Copy to 
Taxpayer
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LACT Taxable Measure Summary	 [A8.2]	 Exhibit 34
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Disallowed Resales Subject to LACT Tax	 [A8.2A]	 Exhibit 35

Copy to 
Taxpayer
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Percentage of Disallowance of  
Resales Subject to LACT Tax	 [A8.2A–1]	 Exhibit 36

Copy to 
Taxpayer
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Index to Audit Working Papers		  Exhibit 37

★

★	 Audit Manual Exhibit Number
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Taxable Measure Analysis	 [12]	 Exhibit 38
	 Page 1 of 7
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Taxable Measure Analysis	E xhibit 38
	 Page 2 of 7
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Taxable Measure Analysis	E xhibit 38
	 Page 3 of 7
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Taxable Measure Analysis	E xhibit 38
	 Page 4 of 7

Copy to 
Taxpayer



Audit Working Papers

January 2000

Taxable Measure Analysis	E xhibit 38
	 Page 5 of 7

Copy to 
Taxpayer
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Taxable Measure Analysis	E xhibit 38
	 Page 6 of 7

Copy to 
Taxpayer



Audit Working Papers

January 2000

Copy to 
Taxpayer

Taxable Measure Analysis	E xhibit 38
	 Page 7 of 7



Audit Manual

January 2000

Recorded Sales	 [12A]	 Exhibit 39

Copy to 
Taxpayer

Instructional Note:

In general, figures and other data from taxpayer’s records should not be 
transcribed to the audit working papers without good reason.  However, 
for illustration purposes, a summary schedule of recorded sales has been 
prepared for this sample audit.
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Copy to 
Taxpayer

Markup Analysis	 [12B]	 Exhibit 40
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January 2000

Total Sales Reconciliation	 [12C]	 Exhibit 41

Copy to 
Taxpayer
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Unrecorded Sales	 [12D]	 Exhibit 42

Copy to 
Taxpayer



Audit Manual
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Sales to Employees	 [12E]	 Exhibit 43

Copy to 
Taxpayer



Audit Working Papers

January 2000

Unreported Sales of Capital Assets	 [12F]	 Exhibit 44

Copy to 
Taxpayer



Audit Manual
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Transfers from Ex-tax Inventory for Own Use	 [12G]	 Exhibit 45

Copy to 
Taxpayer
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Quarterly Analysis of Consumable Supplies	 [12H]	 Exhibit 46
	 Page 1 of 2

Copy to 
Taxpayer



Audit Manual

January 2000

Quarterly Analysis of Consumable Supplies	E xhibit 46
	 Page 2 of 2

Copy to 
Taxpayer

Note: 

Only LACT & BART are scheduled for illustration purposes.
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Ex-tax Purchases of Consumable Supplies	 [12H–1]	 Exhibit 47
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Sales for Resale Reconciliation	 [12I]	 Exhibit 48

Copy to 
Taxpayer



Audit Working Papers

January 2000

Disallowed Sales for Resale	 [12J]	 Exhibit 49
	 Page 1 of 2

Copy to 
Taxpayer



Audit Manual

January 2000

Disallowed Sales for Resale	E xhibit 49
	 Page 2 of 2

Copy to 
Taxpayer

Note: 

Only LACT & BART are scheduled for illustration purposes.
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Percentage of Disallowance	 [12J–1]	 Exhibit 50

Copy to 
Taxpayer
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Sales for Resale Test — Stat Sample	 [12J–1a]	 Exhibit 51
	 Page 1 of 3
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Sales for Resale Test — Stat Sample	E xhibit 51
	 Page 2 of 3
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Sales for Resale Test — Stat Sample	E xhibit 51
	 Page 3 of 3

Copy to 
Taxpayer

Note:

Not all transactions are scheduled and 
the totals will not foot.
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Statement Concerning Property  
Purchased Without Tax (XYZ Letter)	 [12J–1a–1]	 Exhibit 52
BOE 504-CUS (1-97)	 STATE OF CALIFORNIA
	 BOARD OF EQUALIZATIONSTATEMENT CONCERNING PROPERTY PURCHASED 
WITHOUT PAYMENT OF CALIFORNIA SALES TAX
	 DMA	 ________
	 Auditor’s Initials	 ________
Please complete this inquiry statement to indicate the disposition of certain non-taxed purchases you made from the 
seller listed below.  Please fill out the form completely, check the appropriate boxes, and sign as your company’s 
authorized representative.  The form should be returned within 10 days.

Please check the appropriate boxes below. If none of these apply, please explain below.

	The above property was purchased for resale and was resold in the form of tangible personal property.  It was 
not used for any purpose other than retention, demonstration, or display while being held for sale in the regular 
course of business.

	The above property was purchased for resale and is presently in resale inventory.  It has not been used for 
any purpose other than retention, demonstration, or display while being held for sale in the regular course of 
business.

	The above property was purchased for leasing and tax measured by rental receipts has been paid directly to 
the Board with our sales tax returns.

	The above property was purchased for resale to the United States Government.  In accordance with the title 
provisions of the U.S. Government supply contract, the U.S. Government took title to the property prior to any 
use of the property by us.

	The above property was purchased for our own use and not for resale, and
	tax in the amount of __________ was paid directly to the Board with our sales tax return for the reporting 

period ____________________.
	tax in the amount of __________ was added to the billing and remitted to the Seller.

	the purchase is a taxable transaction and tax is applicable. _____________________________________________________________________________________________________________________________________________
COMMENTS

_____________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________

The information provided above is subject to verification by the State Board of Equalization.

AC
J.C.

ABC COMPANY SR AC 12-121212

09/11/1998	 239	 C0012345	 30	 HOLIDAY GREETING CARDS

X

X

Lighting Fixture Retailer

SR AB 11-121212

S.T. Vega

S.T. Vega

Owner

8/12/1999 (310)  555-4545 Torrance
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Instructional Note:	

Amounts shown in column “C” were transcribed from 
the detailed supporting schedule 16A (not shown).



Audit Working Papers

January 2000

BART Taxable Measure Analysis	 [A8.1]	 Exhibit 60

Copy to 
Taxpayer



Audit Manual

January 2000

Disallowed Resales Subject to BART Tax	 [A8.1A]	 Exhibit 61

Copy to 
Taxpayer



Audit Working Papers

January 2000

Percentage of Disallowance of Resales  
Subject to BART Tax	 [A8.1A–1]	 Exhibit 62

Copy to 
Taxpayer



Audit Manual

January 2000

LACT Taxable Measure Analysis	 [A8.2]	 Exhibit 63

Copy to 
Taxpayer



Audit Working Papers

January 2000

Disallowed Resales Subject to LACT Tax	 [A8.2A]	 Exhibit 64

Copy to 
Taxpayer



Audit Manual

January 2000

Percentage of Disallowance of  
Resales Subject to LACT Tax	 [A8.2A–1]	 Exhibit 65


	AUDIT WORKING PAPERS	0300.00
	INTRODUCTION	0301.00
	Scope of Chapter	0301.05
	Audit Working Papers Defined and Described	0301.10
	General Guidelines for Working Papers	0301.15
	WORKING PAPER TECHNIQUES	0302.00
	Hand Written Working Papers	0302.05
	Computer Generated Working Papers	0302.07
	Standardized Audit Schedules	0302.08
	Schedule For Each Subject	0302.10
	Data Furnished by Taxpayer	0302.15
	Credit Items	0302.20
	Schedule Headings	0302.25
	Column Headings	0302.30
	Totals	0302.35
	Subtotals	0302.40
	Layout	0302.45
	Indexing — General	0302.50
	Indexing Summary Schedules	0302.55
	Indexing Subsidiary Schedules	0302.60
	Indexing Memo and Superseded Schedules	0302.65
	Cross‑Referencing	0302.70
	Index To Working Papers	0302.75
	Arrangement	0302.80
	CONTENT OF WORKING PAPERS	0303.00
	Basic Data	0303.05
	Summary or Lead Schedules	0303.10
	Subsidiary Schedules	0303.15
	Memo Schedules	0303.20
	Memo of Time of Auditors	0303.25
	Memo of Work To Be Done When The Audit Is Deferred	0303.30
	VERIFICATION COMMENTS	0304.00
	Comments On Summary Schedules	0304.05
	Types of Transactions	0304.10
	Source of Data	0304.15
	Reporting Method	0304.17
	Verification and Findings	0304.20
	Comments On Subsidiary Schedules	0304.30
	MISCELLANEOUS COMMENTS AND NOTES	0305.00
	No Record Cases	0305.05
	Fluctuation In Sales or Deductions	0305.10
	Purchases Subject To Use Tax	0305.15
	Purchases Subject To Section 6406 Credit	0305.17
	Sales Tax Included In Gross Sales	0305.20
	Prepayment of Sales Tax On Motor Vehicle Fuel (MVF)	0305.22
	Overpayments	0305.25
	Tax Errors On Returns	0305.30
	Notes	0305.35
	Special Explanation	0305.40
	Dating Entries in Audit Reports and Working Papers	0305.50
	Sample Working Papers	0305.60
	Electronic Audit Working Papers	0306.00
	General	0306.05
	Naming Convention	0306.10
	Auditor Responsibilities	0306.20
	Audit Control Responsibilities	0306.20
	LAN Coordinator Responsibilities	0306.25
	Storage of CD	0306.30
	Summary of Claimed Exempt Sales by Quarter		Exhibit 1
	Test of Claimed Exempt Sales		Exhibit 2
	Summary of Claimed Exempt Sales by Page Total		Exhibit 3
	Summary of Purchases Subject to Use Tax by Quarter		Exhibit 4
	Test of Purchases Subject to Use Tax		Exhibit 5
	Summary of Purchases Subject to Use Tax by Page Total		Exhibit 6
	Summary of Differences	[414–A2]	Exhibit 7
	Index to Audit Working Papers		Exhibit 8
	Total Sales Summary	[1]	Exhibit 9
	Recorded Sales	[1A]	Exhibit 10
	Markup Analysis	[1B]	Exhibit 11
	Unrecorded Sales	[1C]	Exhibit 12
	Unreported Sales of Capital Assets	[1D]	Exhibit 13
	Sales to Employees	[1E]	Exhibit 14
	Reconciliation with F.I.T.R.’s and Markup Analysis	[1F]	Exhibit 15
	Purchases Subject to Use Tax	[2]	Exhibit 16
	Transfers from Ex-Tax Inventory for Own Use	[2A]	Exhibit 17
	Quarterly Analysis of Consumable Supplies	[2B]	Exhibit 18A
	Quarterly Ex-Tax Purchases of Consumable Supplies from Out of State Vendors	[2B–1]	Exhibit 18B
	Sales for Resale Summary	[4]	Exhibit 19
	Percentage of Disallowance	[4A]	Exhibit 20
	Sales for Resale Test — Statistical Sample	[4A–1]	Exhibit 21
	Sample Base	[4A-2]	Exhibit 22
	Statistical Sample Evaluation	[4B]	Exhibit 23
	Labor Sales Summary	[6]	Exhibit 24
	Quarterly Analysis of Disallowed Labor Sales	[6A]	Exhibit 25
	Labor Sales Disallowed	[6A–1]	Exhibit 26
	Sales to U.S. Government (414C)	[7]	Exhibit 27
	Interstate and Foreign Commerce Sales Summary	[8]	Exhibit 28
	Bad Debts Summary	[10]	Exhibit 29
	Sales to Aircraft Common Carriers	[18]	Exhibit 30
	BART Taxable Measure Summary	[A8.1]	Exhibit 31
	Disallowed Resales Subject to BART Tax	[A8.1A]	Exhibit 32
	Percentage of Disallowance of Resales Subject to BART Tax	[A8.1A–1]	Exhibit 33
	LACT Taxable Measure Summary	[A8.2]	Exhibit 34
	Disallowed Resales Subject to LACT Tax	[A8.2A]	Exhibit 35
	Percentage of Disallowance of Resales Subject to LACT Tax	[A8.2A–1]	Exhibit 36
	Index to Audit Working Papers		Exhibit 37
	Taxable Measure Analysis	[12]	Exhibit 38
	Recorded Sales	[12A]	Exhibit 39
	Markup Analysis	[12B]	Exhibit 40
	Total Sales Reconciliation	[12C]	Exhibit 41
	Unrecorded Sales	[12D]	Exhibit 42
	Sales to Employees	[12E]	Exhibit 43
	Unreported Sales of Capital Assets	[12F]	Exhibit 44
	Transfers from Ex-tax Inventory for Own Use	[12G]	Exhibit 45
	Quarterly Analysis of Consumable Supplies	[12H]	Exhibit 46
	Ex-tax Purchases of Consumable Supplies	[12H–1]	Exhibit 47
	Sales for Resale Reconciliation	[12I]	Exhibit 48
	Disallowed Sales for Resale	[12J]	Exhibit 49
	Percentage of Disallowance	[12J–1]	Exhibit 50
	Sales for Resale Test — Stat Sample	[12J–1a]	Exhibit 51
	Statement Concerning Property Purchased Without Tax (XYZ Letter)	[12J–1a–1]	Exhibit 52
	Statistical Sample Evaluation	[12J–2]	Exhibit 53
	Quarterly Summary of Labor Sales Disallowed	[12K]	Exhibit 54
	Labor Sales Disallowed	[12K–1]	Exhibit 55
	Quarterly District Analysis of Labor Sales Disallowed	[12K–2]	Exhibit 56
	Disallowed Interstate Commerce Sales	[12L]	Exhibit 57
	Disallowed Claimed Bad Debts	[12M]	Exhibit 58
	Sales to Aircraft Common Carriers	[18]	Exhibit 59
	BART Taxable Measure Analysis	[A8.1]	Exhibit 60
	Disallowed Resales Subject to BART Tax	[A8.1A]	Exhibit 61
	Percentage of Disallowance of Resales Subject to BART Tax	[A8.1A–1]	Exhibit 62
	LACT Taxable Measure Analysis	[A8.2]	Exhibit 63
	Disallowed Resales Subject to LACT Tax	[A8.2A]	Exhibit 64
	Percentage of Disallowance of Resales Subject to LACT Tax	[A8.2A–1]	Exhibit 65

